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SUBJECT: DISPOSAL OF ROYALTY OIL 

1. ACCORDING TO CONFIDENTIAL INFORMATION FROM KNOWLEDGEABLE 
SOURCE IN MINISTRY OF MINES AND HYDROCARBONS, VENEZUELA HAS 
NOW MADE PLANS TO DISPOSE OF MOST OF OIL THAT STATE OIL COMPANY 
(CVP) WILL ACQUIRE APR. 8, WHEN OIL COMPANIES BEGIN TO PAY 
100,000 B/D OF ROYALTIES IN KIND. SOURCE SAYS THAT MOST OF 

THIS OIL WILL GO TO OTHER LATIN AMERICAN NATIONS, BUT MAINLY 
NOT TO CENTRAL AMERICA OR OTHER NEEDIEST RECIPIENTS BUT TO 
THOSE SUCH AS MEXICO, BRAZIL, AND ARGENTINA, WHICH ARE ABLE 
TO PAY HIGHEST PRICES. 

2. MAJOR FOCUS OF VENEZUELAN EFFORT TO LESSEN BURDEN ON NEEDY 
LATIN AMERICAN OIL IMPORTERS IS ON LOAN SCHEMES OF VARIOUS 
KINDS. MOST LIKELY APPROACH WOULDBE LOAN FUND ADMINISTERED 
THROUGH WORLD BANK GROUP. SOURCE RIDICULED IDEA OF OPERATING 
THROUGH OAS WHICH HE CONSIDERS HIGHLY INEFFICIENT ORGANIZATION, 
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CITING AS EXAMPLE OAS INCOMPETENCE IN ORGANIZING MEETING ON 
ENERGY QUESTION WHICH TOOK PLACE IN WASHINGTON ON OR ABOUT 
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MARCH 4. FOR THIS MEETING, OAS INVITED RADICAL VENEZUELAN 
MEMBER OF CONGRESS LEONARDO MONTIEL ORTEGA TO BE ONE OF MAIN 
SPEAKERS, DESPITE FACT THAT MONTIEL'S PARTY (URD) RECENTLY 
REPUDIATED BY VENEZUELAN ELECTORATE AND HE HIMSELF LOST HIS 
SEAT IN CONGRESS. SOURCE OBSERVED ACERBICALLY THAT OAS SHOULD 
FEEL SOME OBLIGATION WHEN INVITING VENEZUELAN SPEAKERS TO 
INVITE THOSE WHO ARE REPRESENTATIVE OF VENEZUELA. 

3. VENEZUELA CONTINUES TO BE OPPOSED TO CREATING PREFERENTIAL 
PRICES FOR OIL SOLD TO LATIN NATIONS, SOURCE OBSERVED. HE 
SAID HOWEVER THAT VENEZUELA MIGHT HAVE TO CONSIDER VERY SOFT 
LOANS OR EVEN GRANTS. (MONTIEL TOLD EMBOFF RECENTLY THAT HE 
HAS BEEN EMPLOYED BY OAS TO MAKE AN EXTENSIVE STUDY OF LATIN 
AMERICAN PETROLEUM. IF SO, THE OAS COULD NOT HAVE MADE A 
WORSE CHOICE, FROM POINT OF VIEW OF US INTERESTS.) 

MCCLINTOCK 

NOTE BY OCT: CARACAS 1986 NOT PASSED ABOVE. 
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